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ABSTRACT 
The main objective of this research is to determine the challenges that fill in as barriers 
in the execution and implementation of Rule 4(2)(C) of the Public Officers (Conduct 
and Discipline) (Amendment) Regulations 2009 served in the Malaysian public sector. 
The rule, issued by the Public Service Department, specifically incorporates 
misappropriation of assets and corruption as punitive disciplinary offences to the public 
sector employees. Nevertheless, misappropriation of assets and corruption incidents 
remain significant. Being the motivations, by employing agency theory as the 
background, this research employed a combination of semi-structural interviews and 
open-ended survey involving 149 Malaysian local authorities. The responses from six 
semi-structured interviews and 199 open-ended survey were analysed, tabulated and 
themed, to capture the existing-experiences and being the descriptive data. The 
collected information enabled a comprehensive understanding on the behaviour gaps 
between government policy and its actual practices. Eleven main challenges were 
identified as the main concerning factors vis-à-vis fraud awareness: inefficient leader, 
attitude, weak enforcement, lack of internal strengths, ineffective training, lack of 
authority, opportunity due to lack of control, burden of proof due to bureaucracy, 
favouritism/ excessive discretions, organisational culture, and public perception. The 
findings also indicated that while participants were aware of corruption and 
misappropriation of assets occurring in their department, the matters were rarely 
reported. Subsequently, the perceived wrongdoing experiences of employees had 
become a blessed daily routine. Wherein the ambit of limitations of this study, the scope 
and findings contributed to the literature further insights into these holding ongoing 
matters of the local authorities shenanigans. 
 
Keywords: Misappropriation of Assets, Corruption, Leakages, Local Authorities 
 v 
ACKNOWLEDGEMENT 
In the name of Allah, the Most Gracious, the Most Merciful, all praises and gratitude to 
Allah, the All Mighty for his blessings and also for giving me the strength and patience 
to complete this study. 
My appreciations go to the following: 
To the most wonderful supervisors, Professor Dr Nafsiah Mohamed and Associate 
Professor Dr Halil Paino who created a conducive environment and enthusiasm for 
learning and making mistakes along the way. Their persistence and faith in me made 
this possible. I hope I do you both proud. A special word of gratitude is also due to Dr 
Noraizah Abu Bakar who helped me in developing my ideas.  
To Ministry of Education Malaysia, my employer Universiti Teknologi MARA, and 
Accounting Research Institute for the financial support. 
To my best friends, Dr Nor Bahiyah Omar, Henny Hazliza Mohd Tahir, Izzah Sabtu 
and Morliza Maulub. Thank you for standing by my side when times were tough and 
for making me laugh when I didn’t even want to smile. To all my colleagues in the 
Faculty of Accountancy of UiTM Johor, thank you for caring and supporting me 
wholeheartedly. The great role all of you have been playing in my life is immeasurable. 
I am grateful for all of your help and continued support.  
To my mother, Hajjah Keremai @ Salmah bt Lebai Yusof, the greatest practitioner of 
JIT manufacturing, who has been giving me the right advice in the right dose at the right 
time. To my siblings and my in-laws, who have all watched me go through this process 
for many years and knew when not to ask how things were going. You are the best! 
To my husband, Mohd Salfhi bin Pahmi who lends me his patience and ears, which 
allows me to be myself, who loves me unconditionally, who has set the sky as my limit 
but provides arms wide enough to catch me fall.  
To Khadeejah and Aisyah who gave the necessary break I needed. Thanks for the doa, 
sayang. May Allah reward you both with goodness and success in this life and Akhira. 
I finally did it! Now, let’s eat Häagen Dazs ice-cream. 
 
 vi 
TABLE OF CONTENT 
 Page 
CONFIRMATION BY PANEL OF EXAMINERS ii 
AUTHOR’S DECLARATION iii 
ABSTRACT iv 
ACKNOWLEDGEMENT v 
TABLE OF CONTENT vi 
LIST OF TABLES xii 
LIST OF FIGURES xiv 
ABBREVIATIONS xv 
 
CHAPTER ONE:  INTRODUCTION 1 
1.1 Introduction 1 
1.2 Background of the Study 1 
1.2.1 Misappropriation of Assets and Corruption 4 
1.2.2 The Initiatives of Malaysian Government 5 
1.3 Motivation of this Study 7 
1.4 Preliminary Fact Finding for Current Studies 9 
1.5 Statements of Problem 12 
1.6 Main Research Objective 13 
1.6.1 Sub-Objectives 14 
1.7 Research Methodology, Theoretical Perspective and Research Framework 16 
1.8 Scope and Limitations of the Study 18 
1.9 The significance of the Study 19 
1.10 Structure of the Thesis 20 
CHAPTER TWO:  LITERATURE REVIEW 21 
2.1 Introduction 21 
2.2 Definition of Fraud 21 
2.2.1 Two Types of Fraud by the ACFE 22 
